
























































BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

January 3, 2006

COUNCILMEMBER ANDERSON: So what happens if say--just going back to my
example--when someone applied for their building permit, they said they were gonna do
a million dollars in improvements and a year-and-a-half later they complete their
improvements and. ..maybe they only spent 800,000 or conversely they spent a
million-five. How is that change . . .

... transmitted to you and in what form? Do you just take their word for it or. . .I'd like
to have some assurance that we’re not gonna have any abuse of this. But of course, you
know, whatever their increase is in valuation, that’s what they’re getting--

MR. YOUNG: In certain circumstances.
COUNCILMEMBER ANDERSON: --abated so it’s kind of hard to abuse it, but . . .

MR. YOUNG: ... The value on the building permit is not the only. . .tool that Real Property
Tax uses to estimate the value of the improvement. In fact, it’s only one of multiple
components. The biggest one of which is an actual physical inspection that, an actual
viewing of the property for the improvements for the Appraiser to derive a value of the
improvement. So although he takes in--he or she takes into account how much was stated
on the building permit, it, it does not mean that that will be, that the value on the permit
will be more or less of the improvement. So. . .there will be an Appraiser that will go and
site inspect the property or by some way calculate the value of the improvement. And on
December 31%, the Real Property Tax Division will, therefore, be able to ascertain how
much of the value of the improvement will be in suspense for the period of time. So. . .I
think you can feel very confident and the public can feel very confident that there is a
systematic process in terms of determining what the value of these improvements are
gonna be and what the share of the real property tax will be abated.

COUNCILMEMBER ANDERSON: So the inspectors that go and look, they, they know about
building cost and all that so they’re able, by a visual inspection, to determine. . .what,
maybe, was invested in the building?

MR. YOUNG: Maybe not by what is, was invested in the building, but what is the, what is the
improvement worth, what is the real property tax assessment value. Just because you
spend a million dollars does not mean that your improvement is valued at a million
dollars. It could be more, could be less. So. . .it’s--

COUNCILMEMBER ANDERSON: Oh, so it’s not gonna be a straight translation. If somebody
spent a million dollars, and the inspectors say, well, you really only did 800,000 dollars
in improvements, they’re only gonna get that. . .that valuation and that credit.

MR. YOUNG: Correct. Correct.

COUNCILMEMBER ANDERSON: Okay. All right. Thank you.
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CHAIR KANE: Thank you, Ms. Anderson. Any more questions in this area? Mr. Pontanilla?

COUNCILMEMBER PONTANILLA: Thank you, Chair. The people that doing the inspection
as well as the appraising of the property, are those County employees that will be doing
this?

MR. YOUNG: Mr. Pontanilla, currently, Real Property Tax, yes. They’re, they’re all County
employees and. . .the same process that is used for property valuations for this particular
ordinance is the same appraisers and the same process for valuations that is used

Countywide for all property valuations of real property tax.

COUNCILMEMBER PONTANILLA: So the...inspectors will come from that particular
Department rather than the Public Works.

MR. YOUNG: Correct. Yes, correct, the Public Works employees do not value improvements
for the purposes of real property taxes. Yes.

COUNCILMEMBER PONTANILLA: Thank you. Thank you, Chair.
CHAIR KANE: Thank you. Any further questions in this area?
.. . Ms. Anderson?

COUNCILMEMBER ANDERSON: Yeah, just out of curiosity, and, and I think maybe people
that are looking to make this kind of investment would wanna know, too--how often does
the tax appraisers find their valuation to be much less than what somebody has invested
in an improvement?

... And how much less might it be. . .as, you know. . .a general . ..

MR. OKUMURA: Uh, Mr. Chair?

COUNCILMEMBER ANDERSON: ... rule?

CHAIR KANE: Mr. Okumura?

MR. OKUMURA: Basically, when there’s an improvement on a property, for assessment
purposes, real property tax purposes, it’s conservative, the additional value.

COUNCILMEMBER ANDERSON: Sorry?

MR. OKUMURA: It’s conservative. Any improvement made to an existing structure, we will
depreciate it according to the main structure’s age.
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NOTE: Silence.

COUNCILMEMBER ANDERSON: ...Um...

... Okay. But I, I don’t think that answers my question. I mean, how often is it. . .is it
evaluated less than. . .what they actually invested? That’s what I’'m trying to get a feel
for.

MR. YOUNG: ... Yeah, Ms. Anderson, maybe I could answer it this way. It would be difficult
‘cause every, every circumstance is unique. But I believe what Mr. Okumura is getting to
is that in practice, in his experience, and from what I’ve seen is that because of valuations
for real property tax purposes are on the conservative side, I would gather to say that the
majority and the far more frequent occurrence is that the valuation of your property 18
below what you actually spent on it.

COUNCILMEMBER ANDERSON: Appreciably below? Or. ..

NOTE: Silence.

MR. YOUNG: ...t it...yeah, it would be, it would be difficult to say because it would, you
know, again, you get into this issue of, like, the price of your contractor versus. . .what,
you know, what neighborhood and what you try and make your dwelling look like.
But...I, I don’t know about what would, would consider to be “appreciable”.
Maybe. . .ten, ten percent--if, if you took ten percent, I would feel very comfortable that

would be very consistent.

COUNCILMEMBER ANDERSON: Okay. I wouldn’t call 10 percent “appreciable”. I’d call
40 percent appreciable.

UNIDENTIFIED SPEAKER: Yeah.
MR. YOUNG: Oh, no, I would, no.
COUNCILMEMBER ANDERSON: But it’s not more than . . .

MR. YOUNG: No, again, it would depend on like, you know, if you like a, what, what the price
of your contractor and the type of work you’re doing and the building--

COUNCILMEMBER ANDERSON: Right.
MR. YOUNG: --but on average for--
COUNCILMEMBER ANDERSON: How many mistakes you make . . .(laughter). . .

MR. YOUNG: --a majority of the buildings, you know . . .(laughter). . .
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COUNCILMEMBER ANDERSON: .. .(laughter). . .
MR. YOUNG: Or the change orders, you know, et cetera. But--
CHAIR KANE: Punch list.

MR. YOUNG: --for the most part on average property, you know, you’re not talking about
building like the Guggenheim Museum or something. . .in Wailuku, I would. . .I would
not say 40 percent.

COUNCILMEMBER ANDERSON: Yeah. Okay. Thank you.
CHAIR KANE: Okay, thank you. Any more questions in this area?
NOTE: Silence.

CHAIR KANE: ... Uh, okay, not hearing any more questions, are there any other issues in the
proposed bill that’s before you that any Members would like to bring up for continued
discussion? Otherwise, the Chair is prepared to make a recommendation. Ms. Johnson?

COUNCILMEMBER JOHNSON: I just had, it’s not really an issue, but it’s a question. . .about
monies that are available within the Wailuku Redevelopment Area in general. Is it
correct that we no longer are eligible for U. S. Department of Agriculture Rural
Development funds for this area because of population? Or have we not yet reached that
threshold?

MS. ARAKI-REGAN: . .. I’'m not exactly sure of the answer. I’'m gonna have to check with
Rural Development Project and get back to you.

COUNCILMEMBER JOHNSON: Yeah, and, and the reason I ask that, Mr. Chair, is because
sometimes even on the financing--which may enable the person to get the resources to be
able to improve their property in the first place--my concern is always. . .you know, are
those funds gonna be available. And I know there were a couple of areas that we were
right on that cusp. . .because of population in the last census, that we were not gonna be
able to take advantage of that money. And I think this was one of the areas were we were
not gonna be having an opportunity to use those funds any longer.

MS. ARAKI-REGAN: Well, we’re fortunate--oh, Chair?
CHAIR KANE: Please.
MS. ARAKI-REGAN: We’re fortunate that there are agencies--

COUNCILMEMBER JOHNSON: Right.
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MS. ARAKI-REGAN: --within the Federal government who offer grant funds. For example,
Lokahi Pacific, you know, was fortunate enough...enough to receive the
U. S. Department of Commerce Economic Development Administrative grant. And there
are other sources of funds if we look for them and, and apply for them. There are. . .there
are grant funds available. . .to nonprofits, particularly.

COUNCILMEMBER JOHNSON: Uh-huh.

MS. ARAKI-REGAN: But, yeah, I'll, I'll have to get back to you with regards to that Rural
Development question of yours.

COUNCILMEMBER JOHNSON: Okay. And one final thing, and that is the Historic District
not being included in this area. Is that because of some legislative reason or is it just
simply being excluded at this time?

NOTE: Silence.

MS. ARAKI-REGAN: . .. It’s not considered a Wailuku Redevelopment Area. It’s not
included in the Wailuku Redevelopment Area, and so that historic area was not included.

COUNCILMEMBER JOHNSON: Okay. Allright. Thank you very much.
CHAIR KANE: Thank you, Ms. Johnson. Mr. Pontanilla?

COUNCILMEMBER PONTANILLA: Thank you, Chair. Just a question. In, in regards to the
surrounding properties, what kind impact going have on those properties as far as their
taxes?

CHAIR KANE: ... Mr. Young?

MR. YOUNG: ... Well, Mr. Pontanilla, I guess it’s difficult to predict what would be the
ultimate impact, to what degree. Conceivably, the properties in the surrounding areas, if
they are. . .if they’re values are in any way considered. . .from the resales of properties
that are in the MRA, there could be some impact. They could see some value increase or
decrease. Overall, I’'m not sure if. . .let’s say. . .to put this bluntly, I'm not sure that if
you live adjacent to a slight and. . .blighted area. . .you know, to a blighted area and that
area is no longer slum and blight, if that ultimately results in, like, a significant increase
to the property values. Uh. ..

. . . yeah, we wouldn’t know how, to what degree this particular ordinance or the overall

improvement of Wailuku, to what degree that would have on the surrounding
neighborhood.
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COUNCILMEMBER PONTANILLA: So there’s gonna be some impact, though. . .some kind
impact.

MR. YOUNG: I I would suspect that any, that if...let me, let me just say if there is
some. . .resale improvements as a result of, let’s say, MRA improvements. . .then there
would be some impact in terms of the value. If those resales were increased in values, if
resales in the area resulted in more sales or higher-priced sales, then there would be some
affect. . .on the area. But to what degree those affects would be...we would, we
wouldn’t be able to comment at that at this time.

COUNCILMEMBER PONTANILLA: Thank you. Thank you, Chair.

CHAIR KANE: Okay. Thank you. Any further questions or comments before the Chair makes
his recommendation?

NOTE: Silence.

CHAIR KANE: ... Okay, hearing none, Members. . .just so you note, and just to reiterate to
Member Johnson, the reason why we did that as far as, because it was a removal or a
deletion of the proposal. So that’s why the Chair moved forward to just get that out of
the way so when we have a recommendation, it’s already cleared off the docket. Your
Chair will recommend that we pass the revised proposed ordinance as dated and received
by Ms. Traci. . .Fujita Villarosa, dated December 28™ 2005. The Chair will note that
what has been added from the original proposal to this is that Section C on Page 2, which
is the. . .the 50 percent; as well as four dates, I believe, were changed. And, Members, if
you can just take a brief. . .moment to take a look on Page 2, under Item Number 2 on the
top of the page. That date was changed from “2008” to “2009”, so the one year change.
In the middle of the page, towards the bottom on Section D, the very last, where it reads
June 30™. . .it now reads “2017”, it was “2016”. And then finally on Page 3 at the very
last paragraph, G...that’s underscored, the two dates have been changed by one
year--“2010” from “2009”, and then the June 29™ 2009 figure used to be 2008. So that
has been changed for a year. With that, Members, the Chair’s recommendation is to pass
the revised proposed ordinance as it’s presented in the December 28™ 2005 docket from
the Corporation Counsel, and filing of County Communication 05, dash, I believe it’s
341.

COUNCILMEMBER TAVARES: So moved.
COUNCILMEMBER MOLINA and COUNCILMEMBER ANDERSON: Second.

CHAIR KANE: It's been moved and seconded--Members Tavares and Anderson. Discussion?
Ms. Tavares?

COUNCILMEMBER TAVARES: Yeah, thank you, Mr. Chair. I, I'm in total agreement with
this . ..
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. tool to be...implemented so that we can certainly not stand in the way of
revitalization of, of Wailuku town. There have been many brave souls that have stepped
forward to try to make something out of a business or a property there. And I, my
hat. . .if | had one, went . . .(laughter). . . goes off to them. Those folks have come across
some, some pretty trying times and, and. . .difficulties in trying to get their buildings
renovated or new buildings built. I know we’ve had several. . .issues come before us
with old lot lines and encroachment and all of these kinds of things, that I hope that this is
one way or a way that will help encourage people to put up with some of those
.. .(laughter). . . obstacles. I hope we will continue to work on trying to encourage and
enhance the process for those folks who are trying to bring some improvement to
Wailuku town. Uh. . .the Wailuku Redevelopment Area Plan which was adopted by this
Council, I forget what year 1t was--

CHAIR KANE: 2000.

COUNCILMEMBER TAVARES: 2000? It has many. . .action items in it. Some pertaining, or
a lot pertaining to what County government can do in order to facilitate the revitalization
of Wailuku. And it’s just kind of curious, I happen to pick up our last issue of. . .City and
County magazine. And in that City and County magazine, it talks about small town
preservation or revitalization as one of their feature articles. And I think that if we can
really work, you know, everybody work together on this to try to, to, to get all the pieces
put in place so that we just, we don’t have an MRA that is. . .forced to just pick the
Jow-hanging fruit, as they say--that we can actually do some real, you know, systemic
kinds of improvements to make it possible for our businesses to want to invest in
Wailuku and to build and to thrive there. I think we’ll go a whole lot further at, at
revitalizing our, our very precious County seat. And hopefully it stays our County seat
for many, many, many years. And that we work within. . .within the, the plan of the
development agency and try to look at ways that we can further enhance the
redevelopment of Wailuku. Iknow that the Department or the, the Office of Economic
Development is right now facing some obstacles on what they can and can’t do with the
municipal parking lot. And that’s just an aside, and I'm sure we’ll hear about it during
budget time. But. . .it’s, it’s everybody being so buried in their books and, you know, the
black and white-ness of the law, if there is such a thing, and not looking at what is the
objective of the redevelopment law or the objective of renewal, urban renewal. We have
got to find ways to make these things work. And if it means that we have to look at
another ordinance or something to override, just like this, to get some encouragement in
there so that we can actually get some. . .some real 24-7 life into that Wailuku area,
which is what we really have to do. Or it is just gonna continue to go downhill. And I
don’t wanna paint a really bad picture ‘cause I don’t think it’s gone downhill, I think it’s
come uphill from where it was down like five, six, seven years ago. And if we can
continue to help property owners improve their properties, I think this is a very small way
that we can help to encourage them. So I, I'm in 100 percent support of this. And thank
you for the amendments that were proposed, and also thank Ms. Araki-Regan for
rescinding or. . .withdrawing two of the conditions which seemed to make it onerous
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bunch of paperwork there. And so I think now we have a pretty good bill. And I look
forward to its implementation. Thank you, Mr. Chair.

CHAIR KANE: Thank you, Ms. Tavares. Member Anderson, as the seconder of the motion
before I recognize other members?

COUNCILMEMBER ANDERSON: Thank you, Chair. L, I just wanna thank Lynn Araki-Regan
for bringing this forward . . .(cleared throat). . . excuse me. I think it’s long overdue that
we have a tool like this to actually support the people who want to be participating in the
redevelopment of Wailuku. So. ..

... I hope this will do the trick. I think it’s a good try. Thank you very much.
CHAIR KANE: Thank you. Ms. Johnson?

COUNCILMEMBER JOHNSON: I just had. . .a couple more questions just to further clarify.
With regard to the first section where it says...to encourage landowners and
businesses--so from my understanding or my reading of that, it applies to people that also
have residential type properties as well. So they might be falling into a state of disrepair.
So I think one of the things that the testifier had asked . . .(laughter). . . is not just the
businesses, but this is applicable, actually, to the landowners. So that was one point.
And I see Ms. Araki-Regan . . .(laughter). . . nodding her head that that’s correct. And
one--

CHAIR KANE: I’'m sorry, Ms. Johnson, just so you, so you understand, the, the map that was
provided--

COUNCILMEMBER JOHNSON: Right. Uh-huh.
CHAIR KANE: --denotes all the area that is included in this bill, that’s affected.

COUNCILMEMBER JOHNSON: I, I just wanted to make sure that there was nothing specific
to the Redevelopment Area that would be applicable only to just people that were
operating businesses.

UNIDENTIFIED SPEAKER: .. .(inaudible). . .

COUNCILMEMBER JOHNSON: Because many of the small homes now, I think, are also
being converted into. . .small business areas. So I think that’s really good. And when
will this. . .bill take effect, if, you know, if it’s passed out of Committee and it passes, it
needs two readings. So ostensibly, when would it be taking effect and when would
people be able to begin to realize any of the benefits from this particular legislation?

CHAIR KANE: Ms. Johnson, Section 3 of the bill--this ordinance shall take effect upon its
approval. So when we approve and Mayor signs off.
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COUNCILMEMBER JOHNSON: Okay. But I, I think what I'm looking for is if we do
this. . .when would it be able to be implemented? Would be September, December?
Because I heard Mr. Okumura say that we do our property valuations, you know, and
we’re already, you know, past December . . .(laughter). . . so. . realistically when could
someone file. . .for this particular benefit? And when would they begin to receive
benefits at the earliest?

NOTE: Silence.

CHAIR KANE: ...Ms. Araki-Regan, are you prepared to respond?
NOTE: Silence.

MR. YOUNG: ...Mr. Chair?

CHAIR KANE: Yes, Mr. Young?

MR. YOUNG: Ms. Johnson. . .based on the. . .the, the way the ordinance is currently structured,
assuming that this was passed by the Council and signed by the Mayor immediately, the
effect could be--for landowners or property owners--could be as early as this year. I
believe they have until September. . here we go. It’s Item C--if they file before
September 30™ of this year, the exemption can be claimed or instituted as early as. . .next,
next year--assuming that the applicable construction work can be completed.

COUNCILMEMBER JOHNSON: Okay, and if they currently--let’s just say we’re passing the
ordinance and let’s say their construction is under way. Would that cover individuals
who presently have construction that is not yet completed, but which would add to the
valuation? Those people would be exempted?

CHAIR KANE: Ms. Araki-Regan?

MS. ARAKI-REGAN: Thank you. If you look at Page 2, first paragraph, the building permit
for the qualifying construction work would have to be--

COUNCILMEMBER JOHNSON: Oh.

MS. ARAKI-REGAN: --issued on or after the effective date of the ordinance. So if I'm
constructing something right now. . .my. . .my property wouldn’t apply.

COUNCILMEMBER JOHNSON: Okay. All right. Thank you very much.

CHAIR KANE: Thank you. We are in discussion, Members. Any further discussion?
Mr. Molina?
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COUNCILMEMBER MOLINA: Yeah, thank you, Mr. Chairman. I’'m in full support of this
legislation. I think anything we can do to provide incentives for our property owners to
revitalize places like Wailuku town, I would hope to see that is a first step in bringing
Wailuku town back to life--where it can be mentioned in the same breath as many of our
other historic towns here in the County of Maui. If I could use one example of this type
of legislation that is a real benefit--is San Diego. I remember visiting. . .although on a
much larger scale from that of Wailuku, but I remember when visiting downtown San
Diego many years ago, it was getting really rundown, not a very attractive place to do
business, and downright scary. But through legislation like this in that area, today,
downtown San Diego is a very thriving community and a very friendly place to do
business. And I would hope to see with legislation like this, that can be brought to
Wailuku town--to bring our city, our capital city, so to speak, for the County of Maui
back to life. So I'm in total support of this legislation. ~And I appreciate
Ms. Araki-Regan and the Administration bringing this matter to the Council. Thank you,
Chairman.

CHAIR KANE: Thank you, Mr. Molina. Any further discussion on this bill?
. . Before the Chair calls for the vote, Members, the Chair would ask, without
objections, if, that the Staff can have the authority to deal with nonsubstantive changes to
the bill--renumbering, since we’ve made some adjustments. If you’ll note, the bill, the
year is “2005”, so we can change that to “2006”. Things of that nature. Any objections
to allowing Staff to take care of nonsubstantive changes?

COUNCIL MEMBERS: No objections.

CHAIR KANE: Okay. Thank you very much. With that, Members, all in favor signify by
saying “aye”.

COUNCIL MEMBERS: Aye.

CHAIR KANE: Opposed? Let the record show it’s unanimous with Mr. Hokama excused from
the vote this afternoon.

YOTE: AYES: Councilmembers Anderson, Carroll, Johnson, Mateo, Molina,
Pontanilla, Tavares, and Chair Kane.

NOES: None.
ABSTAIN: None.
ABSENT: None.

EXC.: Vice-Chair Hokama.
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MOTION CARRIED.

ACTION: Recommending FIRST READING of revised bill and FILING of
communication.

CHAIR KANE: Members, we have completed the agenda for this afternoon. Thank you very
much for your attendance. Time is 2:40. This Committee meeting is adjourned

.. .(gavel). . .

ADJOURN: 2:40 p.m.
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